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SUBJECT: Lessons Learned Highlight Reports

The attached Acquisition Strategy Lessons Learned have been
compiled from the Lessons Learned Highlights submitted by DCMC field
activities. Since those selected represent DCMC experiences that hold the
greatest potential for improving acquisition strategies, they should be
distributed to your Acquisition Strategy Panel participants.

The lessons learned span a wide range of topics and include successes as
well as opportunities for improvement. Moreover, they stress the importance
of better communication and early interaction between DCMC and others
who are involved in the acquisition process. I recommend that you review
the lessons learned for possible improvements within your organization and
consider implementing those that will provide the greatest benefits to you
and your customers.

As future submissions are received, they will be reviewed and
disseminated as appropriate. Please contact Mr. Don Reiter, Contractor
Capability & Proposal Analysis Team (AQOD), (703) 767-3407 or DSN 427-
3407, if you require additional information.

~

ROBERT W. DREWES
Major General, USAF
Commander
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FOREWORD

.

The following Acquisition Strategy “Lessons Learned’ were selected from
those submitted by Defense Contract Management Command (DCMC) field
activities on the basis that they provide the best input and hold the greatest
potential for improving acquisition strat~ gies. While the lessons learned
span a wide range of topics and include s ~~ccesses as well as opportunities for
improvements, they all stress the import m:e of better communication and
early interaction between DCMC and otl- e~I acquisition personnel.

By disseminating this information, we hope you will be able to take
advantage of this collected experience within your organization and improve
service to your customers. Future lessons learned will be reviewed and
distributed as appropriate.
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I. CONTRACT STRUCTURE



LESSONS LEARNED HIGHLIGHT

Category:

Program:

DD 250 Rejections

Contractor Payment

Lesson Learned: Contract CLINS are incorrectly structured at time of award which is
creating DD 250 rejections and a delay in contractor payment.

Discussion: There are a large number of DD 250s rejecting because the current CLIN
was incorrectly structured at time of award. Buying activities are using CLIN 0001 to
identi~ the item purchased and then breaking the item down further into a SUBCLIN
of 0001 AA, (no other SUBCLINS) which states the quantity ordered, unit of measure,
unit price, and amount. Contractors are submitting DD 250s and invoicing using the
SUBCLIN of 0001 AA. DFAS is processing the item in MOCAS as CLIN 0001. In
order for the DD 250 to be processed and paid one of three things has to occur: (1) the
Buying Activity must be requested to issue a mod to correct the contract to read CLIN
0001, (2) the contractor must be notified to correct the DD 250 to read CLIN 0001 and
resubmit, or (3) the MOCAS database must be corrected to read 0001 AA. The latter is
what CAOS have been doing in order to help the contractor get paid. This is not
addressing the source of the problem.

Recommendation: The Buying Activities review their processes to identifi if this is
system generated. They should correct the process to structure CLINs/SUBCLINs in
accordance with the DFARS Part 204- Administrative Matters, SUBPART 204.71-
Uniform Contract Line Item Numbering System.

Submitted By: DCMC Phoenix, Donna L. Himes,  (602)379-6170x140
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Lessons Learned Highlight

CATEGORY: Contract Line Item Identification

PROGRAM: Repair Orders

LESSON LEARNED: An incompatibility o!len exists between the way con~ct  !ine items in repair
orders are identified in the contract and the way they must be input into the MGCAS  system.

DISCUSSION: Contracts for repairs often identifj line items of work at both the four digit (Clin)  level
(Example: 0010) and the six digit (Subclin) level (Examples: OO1OAA and OO1OAB). In some cases,
different types of work are identified with the same six digit designator (Example: OO1OAA Input Item and
OO1OAA Output Item). Limitations as to quantity are oflen given only at the four digit level, but apply to
any combination of numbered subclins up that specified quantity.

DFAS input clerks are required to make initial MOCAS  inputs only at the line item number levels for
which a quantity is specified, which is often only at the four digit level; nevertheless, Contractors are
required to submit and identi~  work petiormed  on DD250s at the lowest line item level specified in the
contract.

There is an obvious conflict created, often holding up payment to the Contractor, when subclins are
~ specified by number in a contract without also speci&ing  a corresponding quantity for that subclin.

Recommendation: Contracts should be written to * subclins  only if ~ specific to each of
those numbered subclins are also identified.

Submitted By: Data Integrity Group Lead: Nan Coleman (813) 579-3080. DCMC Cleanvater.



‘Ithor: “Riley, Thomas D.” <bna6286@bostgolf  .dcrb.dla.mil> at -GW2

ate: 4/10/96 10:21 AM

Priority: Normal
TO: donald reiter at ccpo07
Subject: Lessons Learned-Week Ending
---- ---- ---- ---- ---- ---- ---- ---- ----

Don

29 March 1996
M e s s a g e  C0ntt2ntS - - - - -- - - - - - - - - - - - - - -  - - - - - - - - - - - - - - - -

This is a resend of our 3 April submission. We heard your server was down

during the period of 2-5 April.

Thorn Riley
---- ----- -

From: Riley, Thomas D.
To: ‘Reiter, Don’
CC: McNary, William S. Cdr.; perrier,  Richard A“
Subject: Lessons Learned-Week Ending 29 March 1996
Date: Wednesday, April 03, 1996 3:33pM

CATEGORY: Payment Terms and Conditions

PROGRAM : Malaysian AN/ALQ-126B  Support Equipment Spares Order

TJESSON LEARNED: Poorly written Orders Result in Excessive Administrative
‘fort to Allow for Contractor Payment.

Discussion: A multiple line item order for spare parts was issued recentlY
for several line items. These line items listed the end item as the line
item
and then identified all the spare parts being bought under each line item.

The spare parts were numbered consecutively from 001 to 670 and crossed

all end items in the order. The buying activity expected the contractor to

bill
each spare part individually as their delivery dates would vary depending

on the availability of the items from vendors. However,in order to pay the

contractor at the spare part level, each item has to have one of the

following:
a separate four digit line item number, a separate six digit sub-line item

number, or a four digit exhibit line item number. These requirements are

spelled out in the FAR. As written the order could not be entered properly

into the MOCAS database to allow for proper tracking at the spare part
level or for payment at that level either. A modification had to be

written to
revise the line items with spare parts lists in order to get them into the

database. This was especially desirable as this was an FMS order for
which NAVILCO tracks by MILSTRIP  number assigned to each spare part.

RECOMMENDAT ION: Buying offices get CAO review of line item numbering
zstem prior to order issuance if there is any question about the line item

:ructure.

SUBMITTED BY: DCMC LOCKHEED MARTIN-SANDERS
R. PERRIER, ACO 603-885-4832

s



LESSONS LEAIU+”ED HIGHLIGHT

-gay: RFP “Scrub”

Lesson L4?anred: R.W requirements should be “scrubbed” to eliminate problems in numbering of
ELINs. . .

.
D&cmssium=  When multi-year proposab  are written with data submittal requirements in more
than one year, a check should be made to see that ELINs are properly identified in each year. We
had an instance on one high dollar  contract involving a lot of data in which the ELINs were
identified identically in each year, i. e., AOO1, AO02, AO03, etc. They should have been numbered
AOOI, etc. in year one, BOO1, etc. in year two and so on. The error was picked up in a
Postaward. However, the required changes took an inordinate amount of time to be coxmxted.

If the error hadn’t been caught and corrected, shipments in the second year and thereailer  would
have been charged against the first year ELINs showing overshipments  with subsequent years
showing no shipments.

Recommendation: Include field level personnel ftiliar  with MOCAS during RFP scrubs.
Problems such as the one described above would be identified more readily.

5ju 1



II. COMMERCIAL STANDARDS, SPECIFICATIONS, &
PRACTICES



4–01-1996 12:34PM F R O M  AO WICHITA GKTB 316 269 7fZ145 P. 1

LESSONS LEARNED HIGHLIGHT

Category: Commercializing the Process for Wpar of Military Components That Have
Commercial Equivalents

Program: TF-34Er@neC  omponentRepa.ir

Lesson Learned: Allowing the use of comrmxcial  manufacturing processes for the repair of
military components that have commercial equival  mts can expedite the repq.irs.

Discussion: Repair of the TF-34 engine has been ‘ransitioned  to NAREP Jacksonville, FL due
to the closure of the Akunecki depot. During the tr ‘asition, repair of several engine components
has been contracted to General Electric (the origin  ‘ I wum.fkctum  of the TF-34 engine). Wc
found that the technical data had not been updated which necessitated numerous waiver and
deviation requests now that a commercial contractor has taken over component repair. We are
dealing with the original manufacturer of the TF-34  engine and they build a commercial
equivalent engine (CF-34). The Government and Contractor agreed to modi~  the delivery
orders  to incorporate commercial manufacturing practices. The contractor has to meet the limit
(no build [life limits], tolerance, dirnemion, and fimctionalhy) and configuration (form, fit,
material, and part number) requirements of the TF-34 technical data. No military standards or
specifications are imposed on how such requirernent$ are to be met. This contract modification
has expedited repairs of the TF-34 engine components.

Iheommendation:  Investigate the inclusion of commercial manufacturing processes (especially
with the original manufacturers) for the manufacture or repair of items  with commercial
equivalents.

Submitted By: DCMC Wichita, Linda Dye,ACO,316-269-7158

OPTIONAL FORM 9S (7-W)
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APR. -02’ 96(TUE) 14:03 DPRO MARTIN MARIETT TEl:40--356-516b

Category;

Program:

Commercial Off Tde Shelf (COTS) Equi! ment

Consolidated Automated  Support Sysrem  (CASS)

Lesson Learned: Newer and taster is not always bcw, especially for electronic components.

Discussion:

f

Hewlett-Packard HP) integrates a serie i of (COTS) tes~ instruments mto one rack of the
CASS.  Over the period of Ap 1994 to April 1995. dewlert-Packard redesigned an Integra@d  Cwcuit
(IC) that is part of their proprie my Measurement Sys HIIS Imerface 13US  (MSIB)  due to a pints
obsolescence issue. The MSIB Iailows all of the HP instruments ro ‘talk” to each other and h turn to the
CASS communications bus. A er tracking significar.T  failure increases in HP assets for about one year, it

[

was found  rhat the new and im roved MSU3  lC caused numerous HP assets to fkil test when integrated into
the CASS Station. The root ca se of these failures to :k over one year to determ’me ~d track back to the
MSIB lC. The redesigned IC faster than rhe one J1 replaced causing the HP Mainframes and the CASS
Statio  J to occasionally lose anj ability to communic8Le.

Recommendation: He cetiai~ that COi3 supp!iers dequately  track changes to design, analyze the
impact of those changes, and @sure that the supplier :.as an Acceptance Test Plm (ATP) that adequately
simulmes integration into your ~ystem.

Submitted By: DCMC Lockhccd Martin Orlando, Alan  Wahirop, (407) 356-9212

P 001

z



4 – 0 8 – 1 9 9 6  10:28AM FROM AO WICHITA GKTB 316 269 7Q45 P. 1

LESSONS LEARNED HIGHLIGHT

Category: Development of Statement of Work & Specifications

Program: USAF MQM I07E Target Missile Drones

Lesson Learned: By meeting with the Buying activity (army MlCOM), end
user/customer (USAF-Tyndal AFB, FL), USAF Program Office (AFMC/ASC-Eglin AFB,
FL), and the contractor (Raytheon Aircraft) we were able to help prepare a useable
“commercial type” missile specification in support of a USAF emergency buy.

Discussion: MQM 107E subsonic target drone missiles have been used by the US
Army, US Air Force, and foreign nations for over 20 years for target practice and
weapons systems development. Raytheon had produced many variations over the
years but they were currently out of production because the Army awarded a follow-on
production contract to another contractor. The new contractor had never produced
these before and was unable to produce the drones in a timely manner using
government owned drawings. In the meantime, USAF stock of existing drones was
running low and they asked Army MICOM to support an emergency buy to keep critical
USAF weapons development programs going. Since the production line had ceased at
Raytheon and some parts were no longer available, an expedited specification and
drawing review was accomplished as a joint effort between the Buying activity,
user/customer, contractor and C)CMC Wichita. The team produced a useabie
“commercial type” missile specification which resulted in an updated, upgraded, and
rapidly producible missile to support the USAF emergency buy requirements. The
refinements included lessons learned from foreign commercial sales.

Recommendation: involve all interested parties early in acquisitions similar to
integrated Product Team concepts.

Submitted by: DCNIC Wichita, Mike VVinward,  C)AR, (316) 676-3317

. . . . . . . .



uthor: “Riley, Thomas D. “ cbna6286@bostgolf.  dcrb.dla.mil>  at -GW2
ate: 4/12/96 10:27 AM

Priority: Normal
TO: donald reiter at ccpo07
CC: bna4364@bostgolf.dcrb.dla.mil  at -gw2
CC: bna6277@bostgolf.dcrb.  dla.mil at -gw2
CC: bnd6260@bostgolf.dcrb.dla.mil  at -gw2
CC: bnd6261@bostgolf.dcrb.dla .mil at -gw2
CC: bnd6280@bostgolf.dcrb.dla  .mil at -gw2
CC: bnd6282@bostgolf  .dcrb. dla.mil at -gw2 . .

Subject: Lessons Learned-Week Ending 5 April 1996
----- ---- ---- ---- ---- ----- ----- ----- Message Contents ----------------------- -------------

.
Category: Commercial S:andards

Program: Early CAS

Lesson Learned: The System Engineering Capability Maturity Model (SECMM)
Assessment Method (SAM) requires modification before DoD can use it for
effective source selection.

Discussion: One contractor has already received an RFP requesting the
contractor to be at a specific SECMM level. The SECMM is not a staged
model . The result of an assessment is a capability profile with a level
determined for each of the 18 process areas. An RFP should request a
>tential capability level profile of the 18 process areas rather than a
~ngle general level. The current version of the SAM would not be

— appropriate for source selection. Specific areas include: Capability Level
Profile, Objective Evidence, Findings, Feedback Sessions, Practitioner
Interviews, and Managing Records. The SECMM and the SAM are appropriate for
DCMC use for process improvement in a PROCAS environment. Both the model

and the method would serve as good tools for use in systems engineering
surveillance.

Recommendation: Develop a standardized assessment method based on the current
SECMM for use in source selection. SECMM and SAM training is beneficial for
DCMC personnel involved in risk mitigating system engineering process
improvement under PROCAS.

Submitted By: DCMC Lockheed Martin Sanders, Lisa Ming, (603) 885-3539
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INTER-OFFICE MEMORANDUM
HMWAIWILLE  OPERATIONS TEAM

DCMDE-GPOB (R. Blose/412-820-3139 2 April 1996

Subject: Lessons Learned Highlights

To: Stephen Lisy

Reference: DLA letter 8 March 1996

Category:

Program:

Lesson Learned Highlight

Time and Materials Refurbishment Effort

M109A2 Howitzer

Lesson Learned: To assure on time deliveries, authorization for local commercial
purchases should be permitted in addition to the MILSTRIP SYSTEM in support of
refurbishment efforts.

Discussion: Due to the recent BRAC  closings, program funding reductions, and priority
contract allocations, the Government Procurement System must adapt to the realization that
the mode of contractual business is to refurbish rather than buy new defense program
equipment. Also, more of the refurbishment effort will likely be performed by the private/
commercial sector rather than the Government.

In DCMC Pittsburgh’s recent experience, a refurbishment contractor was seriously
impacted due to lack of MILSTRIP  supply parts and the authority to locally purchase
commercial parts. This caused delay in deliveries, increased costs, and delay claims due to
material shortages and work arounds.

Based on our time and materials refurbishment contract lessons learned, the contractors
role is to refurbish and the Government’s role is to supply the necessary parts. The supply
of parts should be done via an upgraded MILSTRIP  System and by granting contractual
authorization to the contractor for local commercial purchases. These contract
improvements could be part of an Early CAS initiative and the local purchase authority
should be integrated contractually into the awarded contract. Any ambiguities could be
clarified during a post award.

Recommendation: Upgrade the MILSTRIP  System and grant contractual authority to
contractors for local commercial purchases in support of refurbishment efforts.

Submitted By: DCMC Pittsburgh (GPOB)
Ray Blose  (412-820-3139)
Tim Singleton (412-820----3136)

Z



LESSONS LEARNED HIGHLIGHT

Categogu

l%gram:

Commercial Item Rights in Technical Data/Warranties

Airborne Laser Program (A.BL) and Non-Developmental

lhzwun Ltxwru?d: DCMC early CAS activity can berdt  other prograrns purchasing similar items.

II. .

Dkcumion:  (2mtractor  claimed exclusion ftom DFARS policy governing-acquisition of technical
data and requirements and Government use of that data, contractor represented as to its private
development of model 747 aircrafl  pertain@  to Government rights and data on both the early
1994 ABL and early 1995 NI)AA programs requests for proposals (RI%).  A 1994 review of
contractor representation under DoD Federal Acquisition Regulations Supplement (DFA.RS part
227 and 252) peflormed for ABL Program (Mice by DCMC field activi~  solved the issue for
both programs- Subsequent Federal Acquisition Streaxnlin@  Act (PASA) procurement reforms
concerning purchase of cornmercizd  items has clarified and sirnpMed  policy in this area.

Recommendation: Programs utilizing aircrail  platforms should contact field atitities at the
earliest possible time to obtain factual support for critical acquisition streamlining decisions

Submitied By.o ROBERT G. l14G~ Chie~ Teclmiml Assessment Group, DCMDW-RBT
05 Apr 96

E
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IIL FIRST ARTICLE REQUIREMENTS



—
DCMC TEUOKOL

LESSONS LEARNED HIGHLIGHT

CATEGORY: Contract Requirements

PROGRAM: Army Flares Purchased by Successive Contracts

LESSON LEARNED: Contract requirements  must be analyzed to ensure that they  are
meaningful requirements and not simply a business as usual requirement.

DISCUSSION: Flare contracts are awarded to design, build, and test new types of flares. These
initial contracts require first article tests and lot acceptance tests for the first production run.
Subsequent contracts for flares previously tested and proven through first article tests and field
use also contain a requirement for first article tests. These first article test requirements on
proven flare designs are redundant and costly and should be eliminated.

RECOMMENDATION: Thoroughly analyze the requirements contained in a contract to
ensure that they are valid requirements. Consider buying subsequent products “off the shelf”.

SUBMITTED BY: DCMC Thiokol, Capt Ron Peterson, (801) 863-4397.

RI



05/03 ’96 17:10 ID :L12N  I ERF9X4500 F(IX : P(2GE 2

LESSONS LEARNED HIGHLIGHT—

CATEGORY First Article Contract Requirements

PROGRAM: Communications Mode Sek dor

LESSONS LEARNED: Review Contractor’s capabi (ties before imposing First Article
Requirements

DISCUSSION: A contract (WUN+OI  -95-G-01 60) was recently awarded to
AlliedSignal, Towson,  MD which contained the requirement to
perform First Article Testing on two units of the 112 Production
quantity. The production ur it cost is $10,000. The cost of First
Article Testing is $129,000 IC r unit. The First Article Te$t
consists of 24 hour temperf we cycling, shock and vibration.
Research revealed that AlliedSignal had produced these units
satisfactorily in the past (about 3 years ago), and is currently
producing similar units. When questioned about the imposition
of First Article requirements in view of the Contractor’s history,
the buying activity considered only the fact that it had been
more than a year since the contractor had produced the item,
plus poor quality history had been exhibited on a non-similar
item. The contractor’s present capabilities were not

— considered.

RECC)MMEN13ATN3N:  Buying activities should utilize the services of local DCMC otlces to
‘Pre-Award  Surve~  Contractors to avoid unnecessary First Article
costs.

SUBMITTED BY: DCMC AlliedSignal, Harry Vick, 201-3934672

llr



IV. PAYMENT TEliMS & CONDITIONS
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MFIR 2 9  ’ 9 6  E12:~8PM DCMQO INDIfJN9POL15 P . 3

LESSC)NSLEARNEI)  ~GHLIGHT
.

Categwy:  Payment Terms and Conditions

Program: AFATDS (For Our Info: DAAB07-90GE708)

Lesson Learned: A single Accounting and Appropriation (ACIU$ should not be used for multiple
contract types on the same contract.

.

Discussion: In this case, a single Accounting and Appropriation (ACRN) was used to provide funding for
Firm Fixed Price, Time and Material, and Cost Plus effort, When the contractor submitted his invoices,
DFAS was cod%md on how the fbnds should be utilized and did not always pay correctly. When later
Time and Material  and Cost Plus billings were submitted, DFAS records reflected there were no fimds
available on that ACKN and returned the invoices to the contractor. The I)CA4C Contract Administrator
had to reconcile the ACRFJ and apportion the funds correctly to the cxmtract type and line item so that
DFAS could identi& the correct payment allocation

,

Recommendation: The PCO should not assign more than one contract type to a single Accounting and
Appropriation data (ACRFJ).

Submitted by: DCMC Indianapolis-Magnavox, Hollis  K. Friedrich,  219-429-8269.

/. .



04/04/96 13:09 ‘tY205 Z26 4103 DPRO Pemco klloo2002

DEFENSE UIGISTICS AGENCY
DEFENSE CONTR  4CT MANAGEMENT CC)MMAND

b PEMCC) AFROPLEX  BIRMINGHAM
F, C), BOX 12447

BIRMINGHAM,AL  35202-2447

IN flEPLY
REFER Tc):DCM1313RK(li3 Apri14,1996

,.

MEMC)RANDUMFC)R  MR.DONREH%R,  AQOD

SUBJECT: Early CASLessons  Lea.rned
.

DCMCPemco  had an administrativeno-value-added  difficultywiththe  nurnberof
ACRNson  the Warner Robins  A.LCcontract  fo~C-130PDM. Thehigh  numberof
ACRNS (over 200) resulted jn over 600 PCC)  modifications and over 2000 ACO
modifications for a single five year program. We had sought change for several years to a
simpler format utilized by oklahorna City ALC on their KC-135 PDM with no success.

When  Pemco wm successful in wiming  the folIow-on  KC-135 PDM contract, it was

awarded with the high ACRN requirement, and with a line item for the contractor’s effort
to provide the higher level ACRN accounting. OC-ALC stated they had no alternative to
adopting the high ACRN requirement because it was mandated by higher headquarters,
but wanted to appeal the requirement if we could provide supporting data. The DCMC
provided data detailing the non-value added administrative diff~cuhy, to include the
reconciliatiordaudit  problems at the DFAS level. OC-ALC was successful in their appeal,
and the contract was amended to a format utilizing four ACRNS per year on a contract
with a total  of seven performance ym.rs if all options are exercised, The DCMC Pemco
continues its effort  to simplifj administrative effort with Warner Robins ALC, and believe
they may be successful in obtaining authority to utilize the simpler ACRN format on the
next C-130 PDM, currently under competition.

-fi?MoO ERT M ERJ-lA
Operations Group Supervisor

@p
Federal Recycling fhgram

%@
printed on Recycled Paper



LESSONS LEARNED HIGHLIGHT

Category: Contract Administration

Program: M1/MIAl .M1A2 TWGSWPGS
. .

Lesson Learned: Assist the Buying Activity with modi~ing  contracts that would create Paying
office problems if not modified.

Discussion: After reviewing contract for the subject program it was noted that multiple
Accounting Classification Reference Numbers (ACRNS) per Contract Line Item Number (CLIN)
were present. Knowing that this would create payment problems in the future, this office
communicated with the buying activity and suggested that this CAO modi~ the contract in order
to prevent possible future payment problems. The Procuring Contracting Officer gave
authorization to this office to modi~ the contract, thus being proactive in the prevention of
future payment problems.

Recommendation: That CAOS aggressively pursue cooperation from the Buying Activities in
order to obtain authorization to modi~ contracts that have the potential of creating payment
problems.

Submitted by: DCMAO Brussels, Ronald V. Elizondo,  011-322-648-5375.



W-26-1996  13:43 F R O M IKMI)t+GZTf7

.

TO 871i137672379 P.01

~: Writing ContractS,  Acwunting  and~iatia  Data

PKX3FUQ4: V~iuls  R0gram3, (this si-tia appl icable  to  DPSC M3di-
=@-) ●

“----’

However, inaxecentemdl mnmun.imtim,  DFMHJX)  advim t h a t  it will RO
longer  recqnize  MX) issued  nuxiifications  which  mxrect  such a~ W
cite kmgulczcities. Rae, i n~ to Stited  ~AS policy,  a ~ Form
1716 will beissuedby  IXMthzu the~tothe~tor=mlveo  Siru=_
DPSCEW,  a8amle,  has not  been r e s p o n s i v e ,  it is mt l ike ly  that  root
c a u s e  comxtive action will b e  i n i t i a t e d .

A3afixnl CamK?nt, DPsC Cdvises that the j5Jrang  cites am given to them
bythe-~tiviq (enduser) and anexacuy t r a n s c r i b e d  in to  the
mnt3ZCt.  !N7Em2foxe,  m Cornxtiw  a c t i o n  can be expected  * DE5C *
s- it8elf  as merely a go—between anci not the SOUYXX2 of co~ive  action
or additional information.

(1) m= * to X’e5cina its policy of not recognizing M33 XIKXU-ficatiom
wMtimis$tldtoZ%MXeSS W!cmWlt5.ng  eXZOXs. DFAS’s policy  ~

●

DCK’s  ability  to  be t t e r  semm  i= cuslxxmrs.

Isz
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LESSONS LEARNED WGHLIGliT

category: Payment Terms and Conditions
. .

Program: Services rind materials necessary to perform the storage and warehousing
operations, and motor vehicle operation and main~enunce  functions at the Training Center
(NTC), Great Lakes, IL.

Lesson Learned: Early involvement with PCO is essentiaJ for efficient post award
administration

bbcu$sion:  Contrect was awarded using months as a unit of issue. The contractor
requested that he be allowed to bill twice a month. PCO gave the ACO authority to change
unit of issue from months to lots. After each mod was done by the ACO, if another action
needed to be done by the PCO (adding new labor rates from the Department of Labor,
adding new work with price changes, etc.), The PCO would revert back to the way the
contract was first awarded and ignored the modifications issued by the ACO. , hts in turn—.

required another modification by the ACO to allow the contractor to bill twice a month. As
new rates changed because of changes in the Department of Labor wage  recommendations,
the PCO would just increase the unit price instead of establishing a new contract line item
with the new price. The PC() would also award incentive fees but not fund the incentive
fee. ACRNS were not consistent when PCO funded an action. Payment problems occurred
when DFAS was taking the monies obligated for the option year and paying the previous
years incentive fee. Contractor started experiencing problems getting paid and invoices
were rejected by OFAS. The Contract Administrator did a desk reconciliation and compared
it to whet MOCAS was showing as being obligated. The following problems were
encountered: (A) Different ACRNS were used for the same type work, but CLINS were not
identified as to what items were to be changed to what ACRNS. (B) PCO was awarding
incentive fee awards but not funding them. (C) DFAS was taking money from the next
year to pay off the previous years ‘mVoices. T$e Contract Administrator forwarded the
results of the desk audu to the reconciliation section at DFAS and worked closely with a
accounting technician to see bow the problems could be resolved and stop the contractor
from experiencing payment problems. After both DFAS and the Contract Administrator
determined what needed to be done to correct the problems, a letter was written to the
PCO requesting additional funds for the incentive fees that were paid, realigning the ACRNS
on the contract or identifying which work was to be issued under what ACRNS. The PCO
forwarded our information to the buying activity’s finance office for reconciliation. The
Finance Officer contacted the Contract Administrator and is working to resolve the issue.
In the meantime, the PCO has issued two other modifications using different ACRFJS and
different prices on line items already established. The Contract Administrator has not yet
determined how these modifications are going to impact the contractor.

flecornrnondtion:  8etter communications with the PCC) to help each other understand
the problems being encountered as a result of the modifications being issued.

Submitted By: DCMC San Antonio, Jackie Newton (210) 229-4660
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LESSONS

Cutegozy: AcquisitionReform

LMIUJED HIGHLIGHT

fiogr’u:  SmalI Business Innovative Research (SBIR), PHASE I

J!zssm hzrnti  Phase I eontmcts  under the H31R pro- are not conducive to providhg
customary progress payments, because these typs of contracts gemmdly  have a perfornxmce
period of six rlmntk  and eontr=t price of under S1OO,OOO.

.
D&cuss&vt:  FAR 32~2-1  ties that the Contmdng OfE= generally  should not provide fix
progress p~ on contnwts of less than $1,000,000 unless 1) the contractor is a wnail
business concern and tbe contmct will  rnvolve approximately $1 OO,OOO or more or 2) the
contractor will @orm a group of small contracts at the sam time and the total impact on
working capital is equivalent to a single contract of $1,000,000, or nxm ‘l%ese restrictions are
recommended to reduce undue admhktrative  @oti  d expense for both t.b Gov~ tandthe
contr~or on contracts which would befit  very lrttle  from the use of progress p~,-.=.

When these types of amb-ads are awarded with the progress payments clause, by the time
the ACO has comp]eted  reviewing the contractor’s systems fbr adequacy (e.g., accounting
system), the eontfaet  has usualJy progressed s@if@aMy  and the contractor will generally only
benefit from progress pqments a couple of months.

When these types of contracts are awarded to small business wmeerns who need financial
assistance from the Government, the contract is jeopardized fiorn the be@ming  because of the
wmtractor’s  lack of working capitaL

Reconzmmdution:  Do not include the progress pay-rmnt  clause m SBIR Phase 1 contracts.
Include instead a nm%anism  tbr the contractor to bill dwing performance of the contract, e.g.,
mikOI’M bdhng.

Submitted ~’: DCMC San htOtiO, Justina  S. Hamberg (713) 718-3602
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categ~: Payment term & Conditiom

Dimaadom: The kt’lly pmcurenmt dfica that WU executi~ 8 mUkiJWlf buy of T-700
helicopter engines had no prcvkm experience with DFAS Cohunbw  as the payment
office, Tkre w a requirement for advance acquisition finch dw to the long lead ties
involved with procuring some of the forgings and component parts. The contract line
items for these W were estakdiahed  all Lots for each fiscal year buy, Since money is not
a deliverable, payment problems were encountered when engines  were delivered.
Con$idm’able  time and effort ww expended by the CAO, procurement office and DFAS to
correct  the problem.

Recommendation: The IXMC CAO shouid carefhlly  review the line item structure
during  the W phase and coordinate with DFAS to make sure all payment requirements
arcrM

Submitted by: IXh4C GE L~ Robert Campbe~ (617) 594-1600

nit.,



Early  CAY Lessons  Learned

Ckikgory: Acquisition Rdorm

~grw Airborne Laser (A13L)

~t$~~ .b?~e~ Bufing CoXXUTErCid prCXhldS L)fb requires dkmdve pa~ent mdods.

Discussion:  During review of the ABL program concept  propos~  it wasmoted  that normal
progress payments were called out fir acquisitic  n of the 747 aircraft to be used as the @em
platiom- This type of payment is not compatiilfi  with the Boeing  Commercial Airplane Group’s
nornxd  billing practices. The uses of DOD pros -.ss payment procedures would require changes
to t.kir imcxmnting  and documentation systems. These changes would raise costs and impede the
benefits of using cmnmereial  product#methods.  The review team was able to Work out a
paymmt method that was compatible with the commercial system.

Rtxommemhtw- n: 13ach commercial buy should be examined to determine its impact  on busin=
systems. The government’s risk and the manner in which commercial customers do business need
to be considered in developing a managerne~t  approach.

IMh.itted By: DCMC Boeing Seattle, Robert Rust, (206) 773-7098

c:um~l~w2.SAM  RUST 18A@  19%
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Category: Subcontract Management

Program: Navy Active and Reserve Recruiting Program

Lef3f30n Learned: Prj.vlty of Contrtct dries not always guaranty a constant
and earnest effort to accomplish what is undertaken between the prime
and subcontractor.

Discussion: In a recent independent assessment by DCMC New York-for the
Commander, Navy Recruit~ng Command, a team of functional ‘experts
reviewed the unsatisfactory subcontract performance of a company placin9
newspaper ads for a major full scrvicc advertising agency. The
advertising agency and prime contractor was awarded a $160 million CPFF
contract, while the subcontractor performed on a FFP basis. When the
subcontractor encountered financial difficulty in placing the rquired
recruitment ads, the prime recommended increasing the FFP insertion
price, which reverted back to the Navy through the cost plus prime
contract. Despit~ prjvity  between the prime and subcont,ract.or, a
quest~on  of mot~vatlonal respons~billty  of the prime persists. V/hat is
the incentive of the prime In a cost type env~ronment to effectively
manage subcontract costs, when all ~ncredsed costs are passed along to
the Buying activity?

Reco!nnf2ndation: Chang~ng  the contract type from a cost-plus vehicle to
an incentivc%ypc  contract would motivate the prime to cffcctivcly
manage  subcontract costs by increasing the profit formula.

Submutted By: D(MC NeW Yuzk, Rudy R. MutLii, (718) 390-1022
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LESSONSLEARNED HIGHLIGHT
D(MC GE LYNN

category: warranty

-=: F414EnghwforF/A-18  E/F

P . 2

IMws8iOa: We hve been working very clowly MM the cu8t0mer and the company to
refhw the wwranty language in the preaward  stage to make sum the Navy customer h
getting the appropriate wamanty coverage for the Low R@ Initial  Production (LRIP) buy
c)f F414 engines and tO minimize the pousibMy of fiiture litigat.im  By ushg the Tri-
Servicc Warranty laqymge  as a guide and f~aing on the appropriate essential
@ol’Tn&nM requirements, a comprehensive warranty should be in place by contract
award. Special attention ww also given to Gkarly dedlnhg temna within the wamnty  for
ease of undemanding. Also, the experience flom the litigation and wamnty breaches
under the existhg  F404 engine production contract  was used to vastly improve the
warranty arrangement.

Rccommeuda@n:  The D(2MC  CAO should  pa,rticiputc  in develqhg  wamnty language
during the preaward  phasa to make sure the customer gets the appropriate coverage  and
m@ates  Mure risk,

Submkted by: IXMC GE L~ Robert Campbell, (617) S94-1600

2!7
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LESSONS LEARNED HIGHLIGHT
5 April 1996

~~agrauzx  F-18 and other Aircraft Programs .

~essam  Leame& Warranties are not necessarily worth the money we pay for them.

Oikrcussidz;  The warranty on the F-18 is only in effect until we sign the DE) 250.
After that point, the customer has a six month notification period. Basically what that
means is if they find a defect that existed when the aircraft was delivered and th-ey can
prove it, it will be warranted. We have had instances where something was reported
through the PQDR system and  forwarded to the contractor for action, but this was not
considered to be notification for warranty purposes. The way the notification occurs
can also impact the warranty. The bottom line is if something goes wrong after the DD
Form 250 is signed, it is not necessarily covered. While we have been successful here
in gettkig problems corrected and/or items replaced without cost to the government, this
is not how the warranty clause is written. Notification can also be a problem.

Recammendathn:  Delete warranties or make them meaningful. Adopt the
commercial warranty process.

Su6mitfed  By DCMC McDonnell Douglas St. Louis, Ms Sandy Salarnone,
(314) 233-4277.


